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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of
Massachusetts Biotechnology Education Foundation, Inc.:

We have audited the accompanying statements of firancial position of Massachusetts Biotechnology
Education Foundation, Inc. (a Massachusetts corporation, not-for-profit) (the Foundation) as of
December 31, 2011 and 2010, and the related statements of activities and changes in net assets, cash flows
and functional expenses for the years then ended. These financial statements are the responsibility of the
Foundation's management. Our responsibility is-to express an opinion on these financial statements based
on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of

America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test .
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes

assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable

basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Massachuseits Biotechnology Education Foundation, Inc. as of December 31, 2011
and 2010, and the changes in its net assets and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

Our audiis were conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying supplemental statements of activities by program for the years ended December 31,
2011 and 2010, are presented for purposes of additional analysis and are not a required part of the financial
staterments. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected fo the auditing procedures applied in the audit of the financial statements
and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated in all material
respects in relation to the financial statements as a whole.

/

Wellesley, Massachusetts
June 11, 2012
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MASSACHUSETTS BIOTECHNOLOGY EDUCATION FOUNDATION, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2016

2011 010
CASH FLOWS FROM OPERATING ACTIVITIES:
Changes in net assets $ 47,151 $ (124,387)
Adjustments to reconcile changes in net asseis to net cash
provided by (used in) operating activities:
Depreciation 3,067 19,008
Changes in operating assets and liabilities:
Accounts receivable (45,298) (8,019)
Prepaid expenses and other (4,999) 583
Pledge receivable - 2,500
Accounts payable and accrued expenses - 5,927 12,543
Due to related party 2,040 (21,808)
Unearned revenue 3,710 (7,470)
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS 13,598 (127,050)
CASH AND CASH EQUIVALENTS, beginning of year ' 1,413,249 1,540,299
CASH AND CASH EQUIVALENTS, end of year $ 1,426,847 $ 1,413,249

The accompanying notes are an integral part of these statements.

-4
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MASSACHUSETTS BIOTECHNOLOGY EDUCATION FOUNDATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND 2010

OPERATIONS, NONPROFTT STATUS AND SIGNIFICANT ACCOUNTING POLICIES

OPERATIONS AND NONPROFIT STATUS

Massachusetts Biotechnology Education Foundation, Inc. (the Foundation) was incorporated in
2001 in Massachusetts as a not-for-profit corporation to encourage growth of biotechnology
education in Massachusetts schools.

The Foundation is exempt from Federal income taxes as an organization (nota private foundation)
under Section 301(c)(3) of the Internal Revenue Code. The Foundation is also exempt from state
income taxes. Donors may deduct contributions made to the Foundation within the Internal
Revenue Code requirements.

The Foundation was formed by the Massachusetts Biotechnology Council, Inc. (a corporation, not-
for-profit) (MassBio). The Foundation is co-located with MassBio, and MassBio provides
financial, human resource, information technology and other support services to the Foundation.
The Foundation reimburses MassBio for these services (see Note 4).

MassBio and the Foundation have a Memorandum of Understanding formalizing the relationship
between the two separate but related organizations. The memorandum was adopted in March,
2007, and revised in June, 2011, as such, MagsBio and the Foundation are being presented as
uncombined entities.

SIGNIFICANT ACCOUNTING POLICTES

The Foundation prepares its financial statements in accordance with generally accepted accounting
standards and principles established by the Financial Accounting Standards Board (FASB).
References to U.5. GAAP in these footnotes are to the FASB Acconnting Standards Codification.

Revenue Recognition

Unrestricted grants and contributions are recognized as revenue when received or unconditionally
committed. Restricted grants and contributions are recorded as temporarily restricted support and
net assets if they are received or unconditionally committed with donor stipulations that limit the
use of the donated assets. When a donor restriction is accomplished, temporarily restricted net
assets are reclassified to unrestricted net assets and reported in the statements of activities and
changes in net assets as net assets released from restrictions.

Fundraising revenue from the golf event and others is recognized when the fundraising event takes
place.

All other income is recognized when earned.

Unearned Revenue

Unearned revenue includes fees for program courses received in advance.
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MASSACHUSETTS BIOTECHNOLOGY EDUCATION FOUNDATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND 2010
(Continued)

OPERATIONS., NONPROFIT STATUS AND SIGNIFICANT ACCOUNTING POLICIES
(Continued) '

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Expense Allocations

Expenses related directly to a program are distributed to that program, while other expenses are
allocated based upon management's estimate of the percentage attributable to each program.

Fixed Assets and Depreciation

Fixed assets are recorded at cost when purchased or at fair market value af the time of donation
(see Note 2). Depreciation is computed using the straight-line method over useful lives as follows:

Estimated
Useful Lives
Website costs . 3 years
Furniture and fixtures 3 years

Donated Services

Donated services will be recognized if the services received create or enhance non-financial assets
or require specialized skills that would typically need to be purchased if not provided by donation.

The financial statements do not include amounts for donated services for which an objective basis
of measurement of the value of such services is not available, or are not specialized; however, a
substantial number of volunteers have donated significant amounts of their time and energy to the
Foundation.

Advertising Costs

The Foundation expenses advertising costs as they are incurred.

Cash and Cash Equivalenis

For the purpose of the statements of cash flows, cash and cash equivalents consist of checking and
money market accounts.

Estimates

The preparation of financial statements in accordance with U.S. GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the consolidated period. Actual results could differ from
those estimates.
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MASSACITUSETTS BIOTECHNOLOGY EDUCATION FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010
(Continued)

OPERATIONS, NONPROFIT STATUS AND SIGNIFICANT ACCOUNTING POLICIES |

{Continued)
SIGNIFICANT ACCOUNTING POLICIES (Continued)

Awards and Grants Expenses

The Foundation recognizes awards and grants expenses at the time the awards and grants are made.

Net Assets

Unrestricted net assets are those net resources that bear no external restrictions and are generally
available for use by the Foundation. The Foundation has grouped its unrestricted net assets into

the following categorics:
Operating net assets represent funds available to carry on the operations of the Foundation.
Fixed assets net assets reflect the net book value of the Foundation's fixed assets.

Temporarily restricted net assets consist entirely of purpose restricted net assets at December 31,
2011 and 2010.

Fair Value Measurements

The Foundation follows the Fair Value Measurements and Disclosure standards. These standards
define fair value, establish a framework for measuring fair value under U.S. GAAP, and mandate
disclosures about fair value measurements. The criterion establishes a fair value framework that
prioritizes the inputs and assumptions used to measure fair value. The Foundation values iis
qualifying assets and liabilities using Level 1 inputs. Level 1 inputs reflect unadjusted quoted
prices in active markets for identical assets or liabilities at the measurement date. A qualifying
asset or liahility’s level within the framework is based upon the lowest level of any input that is
significant to the fair value measurement.

Accounting for Uncertainty in Income Taxes

The Foundation follows the Accounting for Uncertainty in Income Taxes standard, which requires
the Foundation to report uncertain tax positions, related interest and penalties, and to adjust its
assets and liabilities related to unrecognized tax benefits and accrued interest and penaliies
accordingly. As of December 31, 2011, the Foundation determined that there are no material

unrecognized tax benefits to report.

The Foundation files income tax returns in the United States Federal and Massachusetis state
jurisdictions. The Foundation is no longer subject to income tax examinations for Massachusetts
state or for United States Federal income taxes before 2008.

Subsequent Events

Subsequent events have been evaluated through June 11, 2012, which is the date the financial
statements were available to be issued. There were no events that met the criteria for recognition

or disclosure in the financial statements. .
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MASSACHUSETTS BIOTECHNOLOGY EDUCATION FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010
{Continued)

FIXED ASSETS

Fixed assets consist of the following:

2011 2010

Website costs $55,757 $55,757
Furniture and fixtures 2,107 2,107
, 57,864 57,864

Less - accumulated depreciation 57,513 52.446

§ 351 $ 5418

CONCENTRATION OF CREDIT RISK

The Foundation maintains its cash and cash equivalents in a bank in Massachusetts and its
balances are insured within the limits of the Federal Deposit Insurance Corporation (FDIC). At
certain times during the year, cash balances may exceed the insured amounts. The Foundation has
not experienced any losses in such accounts. The Foundation believes it is not exposed to any
significant credit risk on its cash and cash equivalents. :

RELATED PARTY TRANSACTIONS

The Foundation is related to MassBio (see Note 1). The Foundation was formed to act as the
‘Rducation arm’ of MassBio. Each organization exists as a legally separate organization and each
has its own Board of Directors. By virtue of their shared mission and structure, the two are
related. As of December 31, 2011 and 2010, the Foundation was owed $8,966 and $2,264,
respectively, from MassBio and the Foundation owed $167,930 and $159,188, respectively, to
MassBio. In addition, individuals working for the Foundation are paid through MassBio’s payroll
service and the Foundation also shares offices with MassBio.

During the years ended December 31, 2011 and 2010, the Foundation reimbursed $486,354 and
$472,980, respectively, to MassBio for payroll and related expenses. These costs are reflected as
personnel and related in the accompanying statements of functional expenses. In addition, the
Foundation reimbursed $167,807 and $181,895, respectively, to MassBio for facility and other
shared costs. These costs are reflected as reimbursement - related party on the accompanying
statements of functional expenses.

MassBio also requests its members to donate 7% of their membership dues to the Foundation.
During the vears ended December 31, 2011 and 2010, the Foundation received $194,472 and
$162,855, respectively, of contributions related to MassBio’s membership, which are included in
grants and contributions in the accompanying statements of activities and changes in nef assets.
MassBio also granted $100,000 to the Foundation to fund general operations for each of the fiscal
years 2011 and 2010.

-10 -
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MASSACHUSETTS BIOTECHNOLOGY EDUCATION FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010
(Continued)

RETIREMENT PLAN

The Foundation participates in MassBio’s 401(k) plan which covers substantially all the
Foundation’s employees. Participants may contribute up to 90% of their eligible compensation,
not to exceed limits under the Internal Revenue Code. The Foundation matches 100% of
participant contributions up to 3% of eligible compensation. In addition, the Foundation matches
50% of participant contributions in excess of the first 3%, but not exceeding 5%. Contributions
made by the Foundation during 2011 and 2010 were $13,490 and $12,789, respectively, and are
included in benefits in the accompanying statements of functional expenses.

CONDITIONAL GRANT

TIn 2011, the Foundation received a two-year conditional grant from The Boston Foundation for
$150,000. During 2011, the Foundation received the first installment of $75,000 for this grant.
Since the balance of this grant of $75,000 is conditional upon the Foundation meeting certain

benchmarks, it is not reflected in the accompanying financial statements at December 31, 2011.

-11-
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